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OPINION
RUSSELL, Circuit Judge:

In this case, we must determine whether Credit Union Insurance
Corporation ("CUIC") is entitled to exemption from federal income
tax.

CUIC was chartered in 1974 by an act of the Maryland General
Assembly as a non-profit, non-stock corporation, the members of
which are credit unions that apply for, and are accepted for, member-
ship. Md. Fin. Inst. Code Ann. 8§ 7-101, et seq. (1992). CUIC insures
and guarantees the share and deposit accounts of member credit
unions. Md. Fin. Inst. Code Ann. § 7-103(1). Member credit unions
pay to and maintain with CUIC a deposit equal to one percent of the
credit union's insured shares. CUIC invests the deposited funds and
accumulates the investment earnings. No investment earnings are
returned to the member credit unions. In addition to providing insur-
ance, CUIC regularly reviews the financial conditions of its member
credit unions and may take action to strengthen the financial condition
or enhance the liquidity of a member credit union.

At the time of CUIC's formation, the Internal Revenue Service
("IRS") granted CUIC tax-exempt status as a "business league" under
26 U.S.C. 8§ 501(c)(6). On November 7, 1983, however, the IRS
issued Revenue Ruling 83-166, which determined that 26 U.S.C.

§ 501(c)(14)(B) covers corporations, like CUIC, which insure depos-
itsin credit unions. Section 501(c)(14)(B) exempts non-profit, non-
stock corporations that insure deposits in domestic building and loan
associations, cooperative banks, and mutual savings banks, but only
if the corporation was organized before September 1, 1957. Although
§ 501(c)(14)(B) does not mention insurers of credit unions, the IRS
determined in Revenue Ruling 83-166 that the section also appliesto
insurers of credit unions because the IRS has historically considered
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credit unions to be within the general meaning of "cooperative
banks." Revenue Ruling 83-166, 1983-2 C.B. 96, 97. Thus, the IRS
determined that 26 U.S.C. § 501(c)(14)(B) exempted insurers of
credit unions only if they were organized before September 1, 1957.
1d. Furthermore, because § 501(c)(14)(B) was a specific provision
establishing the tax status of insurers of depositsin credit unions, the
IRS also determined that such corporations were not entitled to qual-
ify for exemption under a more general provision, such asthe "busi-
ness league” exemption under § 501(c)(6). 1d. The effect of Revenue
Ruling 83-166 was to terminate CUIC's tax-exempt status.

Because Revenue Ruling 83-166 applied prospectively to taxable
years beginning after November 7, 1983, CUIC began paying federal
income tax in 1984. CUIC hasfiled aclaim for refund in each year
between 1984 and 1992 in which it paid taxes. CUIC tried to chal-
lenge the revocation of its tax-exempt status through administrative
channels. After exhausting its administrative remedies, CUIC filed
thistax refund suit. The district court granted summary judgment in
favor of CUIC, holding that CUIC is exempt from federal tax asa
"business league" under § 501(c)(6), and that § 501(c)(14)(B) isinap-
plicable to insurers of credit unions. We agree.

Section 501(c)(14) of the Internal Revenue Code grants afedera
tax exemption to:

(A) Credit unions without capital stock organized and
operated for mutual purposes and without profit.

(B) Corporations or associations without capital stock
organized before September 1, 1957, and operated for
mutual purposes and without profit for the purpose of pro-
viding reserve funds for, and insurance of shares or deposits
in--

(i) domestic building and loan associations,

(i) cooperative banks without capital stock organized
and operated for mutual purposes and without profit,
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(iii) mutual savings banks not having capital stock rep-
resented by shares, or

(iv) mutual savings banks described in section 591(b).
26 U.S.C. §501(c)(14).

The plain language of the statute reveals that Congress has not
defined the tax-exempt status of corporations that insure the deposits
in credit unions. Section 501(c)(14)(B) expressly grants tax-exempt
status to corporations organized before September 1, 1957 that insure
the deposits in domestic building and loan associations, cooperative
banks, and mutual savings banks. The provision says nothing about
corporations that insure deposits of credit unions. We cannot assume
that Congress intended the provision for insurers of "cooperative
banks" to include insurers of credit unions, because Congress' use of
the term "credit unions" in § 501(c)(14)(A) reveals that Congress
understood the term to mean something distinct from "cooperative
banks," "building and loan associations,” and "mutual savings banks."
Conseguently, 8§ 501(c)(14)(B) does not clarify whether Congress
intended to grant tax-exempt statusto all such corporations, to grant
tax-exempt status to only those corporations organized before Sep-
tember 1, 1957, or to deny tax-exempt status to all such corporations.

We turn to the legidative history of § 501(c)(14), which explains
why Congress remained silent on the tax status of corporations that
insure depositsin credit unions.

A.

Prior to 1951, the Internal Revenue Code granted tax-exempt status
to domestic building and loan associations, cooperative banks, and

mutual savings banks. Section 101 of the Internal Revenue Code of
1939 (the "1939 Code") provided, in relevant part:

The following organizations shall be exempt from taxation
under this chapter--

(2) Mutual savings banks not having capital stock repre-
sented by shares. . . .
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(4) Domestic building and loan associations substan-

tially all the business of which is confined to making loans
to members; and cooperative banks without capital stock
organized and operated for mutual purposes and without
profit . . ..

Although neither § 101(2) nor § 101(4) expressly exempted credit
unions from federal tax, the IRS granted tax-exempt status to credit
unions by regulation:

Cooperative banks without capital stock organized and
operated for mutual purposes and without profit are exempt.
Credit unions such as those organized under the law of Mas-
sachusetts, being in substance and in fact the same as coop-
erative banks, are likewise exempt from tax.

Treas. Reg. § 29.101(4)-1 (1951).

Similarly, neither 8 101(2) nor 8§ 101(4) expressly exempted corpo-
rations that insured the deposits of building and |oan associations,
cooperative banks, and mutual savings banks. Nevertheless, the IRS
treated these insuring organizations as exempt under § 101(2) and

8§ 101(4). See S. Rep. No. 1034, 86th Cong., 2d Sess. 1-2 (1960),
reprinted in 1960 U.S.C.C.A.N. 1873, 1873-74.

In 1951, Congress revoked the tax-exempt status of domestic build-
ing and loan associations, cooperative banks, and mutual savings
banks. Congress eliminated the exemption for mutual savings banks
by repealing 8 101(2), and it eliminated the exemption for building
and loan associations and cooperative banks by amending 8§ 101(4) to
grant an exemption only to the following institutions:

Credit unions without capital stock organized and operated
for mutual purposes and without profit; and corporations or
associations without capital stock organized prior to Sep-
tember 1, 1951, and operated for mutual purposes and with-
out profit for the purposes of providing reserve fundsfor,
and insurance of, share or depositsin--

(A) domestic building and loan associations,
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(B) cooperative banks without capital stock organized
and operated for mutual purposes and without profit, or

(C) mutual savings banks not having capital stock rep-
resented by shares. . ..

Revenue Act of 1951, ch. 521, 8§ 313, 65 Stat. 452, 490 (1951). This
amendment to 8 101(4) is the predecessor statute to § 501(c)(14) of
the current Internal Revenue Code.

The legidlative history of the Revenue Act of 1951 reveals that
Congress eliminated the tax exemption for building and loan associa-
tions, cooperative banks, and mutual savings banks because they
actively compete with taxable institutions, such as commercial banks
and life insurance companies, for the public savings and in the securi-
ties and real estate markets. S. Rep. No. 781, 82d Cong., 1st Sess. 23-
29 (1951), reprinted in 1951 U.S.C.C.A.N. 1969, 1991-97. Eliminat-
ing their tax exemption placed building and |oan associations, cooper-
ative banks, and mutual savings banks on alevel playing field with
their competitors. 1d. With respect to building and loan associations
(and cooperative banks) in particular, Congress stated that they are
"no longer self-contained cooperative institutions as they were when
originally organized" and that "there is relatively little difference
between their operations and those of other financia institutions
which accept deposits and make real-estate loans.” 1951
U.S.C.C.A.N. at 1996.

In amending 8§ 101(4), Congress, for the first time, expressly

granted atax exemption to credit unions. However, the legidlative his-
tory does not explain why Congress retained the tax exemption for
credit unions but revoked the exemption for building and loan associ-
ations, cooperative banks, and mutual savings banks. We know only
that Congress, for some reason, decided to treat credit unions as dif-
ferent from these other institutions.

Congress also amended § 101(4) to expressly grant atax exemption
for corporations that insure depositsin building and |oan associations,
cooperative banks, or mutual savings banks, but it restricted the
exemption only to those corporations organized before September 1,
1951. At the time of the enactment of the Revenue Act of 1951, only
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four such organizations were in existence: two in Massachusetts, one
in Connecticut, and onein New Hampshire. S. Rep. No. 1034, 86th
Cong., 2d Sess. 2-3 (1960), reprinted in 1960 U.S.C.C.A.N. 1873,
1874-75. These organizations provided a deposit insurance fund and
aliquidity fund for their members, which were either building and
loan associations or mutual savings banks. 1960 U.S.C.C.A.N. at
1874. The two Massachusetts organizations drafted the amendment to
§ 101(4), and they included the September 1, 1951, date restriction
solely so that they could represent to Congress that the revenue
effects would be limited to only four organizations. 1d. at 1875. In
1960, Congress changed the cut-off date to September 1, 1957, so that
it could grant the same exemption to another mutual deposit guarantee
fund that was organized in Ohio after September 1, 1951. Id. at 1874;
Act of April 22, 1960, Pub. L. No. 86-428, 74 Stat. 54 (1960).

When Congress amended § 101(4) in 1951, there was no organiza-
tion in existence that insured the deposits of credit unions. Conse-
guently, the Massachusetts organizations that drafted the amendment
to § 101(4) did not need to include an exemption for insurers of credit
unions. Congress remained silent on the tax status of corporations that
insure depositsin credit unions because it had no reason to decide that
issue.

B.

Despite Congress' silence on the tax status of insurers of credit
unions, the IRS for many years granted an exemption to insurers of
credit unions, regardless of their date of incorporation. The plaintiff
placed unrebutted evidence in the record demonstrating that the IRS,
on January 21, 1965, granted an exemption to the Massachusetts
Credit Union Share Insurance Corporation ("MCUSIC") under

§ 501(c)(14), despite the fact that it was formed in 1961. The IRS did
not indicate the particular subsection of § 501(c)(14) that entitled
MCUSIC to the exemption, but because MCUSIC was organized after
September 1, 1957, it could not have qualified for the exemption as
an insurer of cooperative banks under § 501(c)(14)(B). Thus, the IRS
must have assumed that insurers of credit unions were entitled to tax-
exempt status under the express exemption for credit unionsin

§ 501(c)(14)(A).



Meanwhile, the Maryland Savings-Share Insurance Corporation
("MSSIC"), an insurer of depositsin savings and |oan associations,
could not receive an exemption because it was chartered in 1962, after
the September 1, 1957 cut-off date in § 501(c)(14)(B). MSSIC |ob-
bied Congress to pass legislation that would have moved the cut-off
date forward to January 1, 1963. The bill passed the House of Repre-
sentatives, but it was never reported out of the Senate Finance Com-
mittee, which concluded that " continued forward movement of the
date might lead to proliferation of state insurersthat could hinder the
operations and threaten the financia stability of the Federal Deposit
Insurance Corporation and the Federal Savings and Loan Insurance
Corporation." United Statesv. Maryland Savings-Share Ins. Corp.,
400 U.S. 4, 5-6 (1970) (citing Hearing on H.R. 3297 before the Sen-
ate Committee on Finance, 88th Cong., 2d Sess. 9-10 (1964)).* Con-
gress refusal to grant an exemption to MSSIC did not stop the IRS
from subsequently granting an exemption to MCUSIC, the insurer of
credit unions, under § 501(c)(14).

At some point, the IRS decided to exempt insurers of credit unions

as "business leagues' under § 501(c)(6), instead of under the exemp-
tion for credit unionsin § 501(c)(14). On May 8, 1979, the IRS noti-
fied the Massachusetts Credit Union Share Insurance Corporation that
the IRS had changed the statutory basis of its exemption from

§ 501(c)(14) to § 501(c)(6). The IRS explained:

This action is taken because an organization of your type,
formed by the State legislature to insure against the insol-
vency or financial difficulty of member credit unions comes
within the definition of Section 501(c)(6) of the Internal

* After Congress failure to extend the cut-off date, MSSIC filed suit

in the District of Maryland, arguing that 8 501(c)(14)(B) was unconstitu-
tional because it arbitrarily discriminated between MSSIC and other non-
profit, mutual insurers that happened to be organized before September
1, 1957. After the district court invalidated § 501(c)(14)(B), the Supreme
Court took a direct appeal and reversed, holding that " Congress does not
exceed its power to tax nor does it violate the Fifth Amendment when

it refuses to exempt from tax newly formed corporations, the multiplica-
tion of which might burden otherwise valid federal programs.” United
States v. Maryland Savings-Share Ins. Corp., 400 U.S. 4, 6 (1970).
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Revenue Code rather than Internal Revenue Code section
501(c)(14) which appliesto Credit unions organized without
capital stock, operated for mutual purposes and without
profit.

J.A. 49 (Letter from IRSto MCUSIC, May 8, 1979). Thus, the IRS
recognized that § 501(c)(14)(A) exempted only credit unions and that
the express language of § 501(c)(14) did not determine the tax status
of insurers of credit unions. The "business league” exemption under

§ 501(c)(6) provided a convenient way to continue the exemption for
insurers of credit unions without having to rely on an interpretation
of § 501(c)(14).

C.

The IRS reversed its position in Revenue Ruling 83-166, 1983-2

C.B. 96. In that ruling, the IRS held that § 501(c)(14)(B) appliesto
insurers of credit unions because the IRS has historically considered
credit unions to be within the general meaning of "cooperative
banks." 1d. at 97. Between 1939 and 1951, § 101(4) of the Interna
Revenue Code, the predecessor to § 501(c)(14), did not expressly
exempt credit unions from federal tax. During this time period, how-
ever, the IRS considered credit unions to be within the meaning of
"cooperative banks' and granted tax-exempt status to credit unions
under the express exemption for cooperative banks. In Revenue Rul-
ing 83-166, the IRS reasoned from this past practice that the term "co-
operative banks" in § 501(c)(14)(B) of the current code includes
credit unions. Id. Thus, the IRS concluded that insurers of credit
unions, although not expressly included in 8§ 501(c)(14)(B), receive
tax-exempt status because that provision expressly grants an exemp-
tion to insurers of cooperative banks. Because § 501(c)(14)(B)
exempts only insurers of cooperative banks organized before Septem-
ber 1, 1957, the IRS concluded that the same date restriction applies
to insurers of credit unions.

We need not blindly accept the IRS's construction of

§501(c)(14)(B), as expressed in Revenue Ruling 83-166. Normally,
when construing a statute that is silent or ambiguous with respect to

a specific issue, courts defer to the reasonabl e interpretation of the
agency charged with administering the statute. Chevron U.S.A. Inc. v.
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Natural Resources Defense Council, Inc., 467 U.S. 837, 843-44
(1984). However, we accord much less deference to an agency's
interpretations of a statute that conflict with the agency's previous
interpretations of that same statute. Pauley v. BethEnergy Mines, Inc.,
501 U.S. 680, 698 (1991); INS v. Cardoza-Fonseca, 480 U.S. 421,
446 n.30 (1987); Hanauer v. Reich, 82 F.3d 1304, 1311 n.4 (4th Cir.
1996). Because Revenue Ruling 83-166 represents a sharp break from
the IRSs prior interpretation of § 501(c)(14)(B), we review the IRS's
construction of the statute with greater scrutiny.

We find that several considerations undermine the IRS'S reasoning

in Revenue Ruling 83-166. First, employing the logic used by the IRS
in Revenue Ruling 83-166, we should also conclude that § 501(c)(14)
grants an exemption to all insurers of credit unions, regardless of their
date of organization. Between 1939 and 1951, § 101(2) and § 101(4)
of the Internal Revenue Code did not expressly exempt insurers of
building and loan associations, cooperative banks, and mutual savings
banks from federal tax, but during this time period the IRS, by regula-
tion, granted tax-exempt status to these insurers under the express
exemption for the institutions that they insured. Because the IRS has
historically granted tax-exempt status to the insurers of financial insti-
tutions that receive an exemption from tax, the IRS should have
inferred from Congress' express grant of atax exemption to credit
unionsin § 501(c)(14)(A) an implicit exemption for insurers of credit
unions.

Second, the legidlative history of the Act of April 22, 1960, Pub.

L. No. 86-428, 74 Stat. 54 (1960) (the "1960 Act"), demonstrates that
Congress did not consider insurers of credit unionsto be covered
under 8§ 501(c)(14)(B). In the 1960 Act, Congress amended the cut-off
datein § 501(c)(14)(B) from September 1, 1951, to September 1,
1957. Congress enacted the 1960 Act at the behest of a mutual deposit
guarantee fund that was organized in Ohio after September 1, 1951.
The Ohio organization wanted the same exemption that other mutual
deposit guarantee funds received simply because they were organized
before September 1, 1951. The legidlative history to the 1960 Act
clearly states Congress' understanding that the change to

§ 501(c)(14)(B) would affect only one organization, the Ohio mutual
deposit guarantee fund. S. Rep. No. 1034, 86th Cong., 2d Sess. 2-3
(1960), reprinted in 1960 U.S.C.C.A.N. 1873, 1874-75. However, the
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Credit Union Share Guaranty Corporation ("CUSGC") was formed in
Illinois on January 16, 1956, as the first organization in the United
States to insure the depositsin credit unions. If Congress had thought
that 8 501(c)(14)(B) applied to insurers of credit unions, it would
have recognized that the 1960 Act would have granted tax-exempt
status to CUSGC. The fact that the legislative history to the 1960 Act
made no mention of CUSGC demonstrates Congress' understanding
that 8 501(c)(14)(B) did not apply to insurers of credit unions.

Third, and most important, the IRS's assumption that the term " co-
operative banks' include credit unions ignores the fact that Congress
specifically utilized the term "credit unions” in § 501(c)(14). Under
the plain language of 8§ 501(c)(14), Congress intended to grant a tax
exemption for credit unions, while denying the very same exemption
to cooperative banks, building and loan associations, and mutual sav-
ings banks. It intended credit unionsto receive a different tax treat-
ment than cooperative banks. Because Congress clearly distinguished
between "credit unions" and "cooperative banks," we cannot reason-
ably conclude that the provision for insurers of cooperative banksin
§501(c)(14)(B) aso coversinsurers of credit unions.

We therefore rgject the IRS's conclusion in Revenue Ruling 83-

166 that § 501(c)(14)(B) governs the tax status of insurers of credit
unions. In so holding, however, we do not substitute our own interpre-
tation of § 501(c)(14). It appearsthat the IRS, for many years,
exempted insurers of credit unions under the express exemption for
credit unionsin 8 501(c)(14)(A). Had the IRS adhered to that view,
we would have shown deference to this reasonable interpretation of
the statute. Because the IRS has abandoned that view, we resist the
temptation to impose that interpretation on our own. Instead, we con-
tinue to operate on the assumption that Congress made no express
provision in § 501(c)(14) regarding that tax status of insurers of credit
unions.

D.

It isabasic principle of statutory construction that a specific statute
controls over ageneral provision, particularly when the two are inter-
related and closely positioned. HCSC-L aundry v. United States, 450
U.S. 1, 6 (1981). In Revenue Ruling 83-166, the IRS concluded that
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CUIC could not qualify for an exemption as a"business league” under
§ 501(c)(6) because it did not qualify for an exemption under

§ 501(c)(14), a more specific statute governing the tax status of insur-
ersof credit unions. In light of our holding that Congress made no
provision governing the tax status of insurers of credit unionsin

§ 501(c)(14), we conclude that § 501(c)(14) is not a more specific
statute than § 501(c)(6) for purposes of determining CUIC's tax sta-
tus.

Therefore, we conclude that the principle of statutory construction
articulated in HCSC-L aundry does not prevent us from considering
whether CUIC is entitled to an exemption from tax as a"business
league" under § 501(c)(6).

Section 501(c)(6) grants an exemption from federal tax to the fol-
lowing:

Business leagues, chambers of commerce, rea -estate
boards, boards of trade, or professional football |eagues
(whether or not administering a pension fund for football
players), not organized for profit and no part of the net earn-
ings of which inuresto the benefits of any private share-
holder or individual.

26 U.S.C. 8§ 501(c)(6). The IRS has defined "business league” as fol-
lows:

A business league is an association of persons having some
common business interest, the purpose of which isto pro-
mote such common interest and not to engage in aregular
business of akind ordinarily carried on for profit. It isan
organization of the same general class as a chamber of com-
merce or board of trade. Thus, its activities should be
directed to the improvement of business conditions of one
or more lines of business as distinguished from the perfor-
mance of particular services for individual persons. An
organization whose purpose is to engage in aregular busi-
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ness of akind ordinarily carried on for profit, even though
the business is conducted on a cooperative basis or produces
only sufficient income to be self sustaining, is not a business

league.

26 C.F.R. 8 1.501(c)(6)-1. Because Congress has not changed this
definition of "business league” despite several reenactments of
identically-worded predecessors to § 501(c)(6), we deem that the defi-
nition has the imprimatur of Congress and give it the effect of law.
North Carolina Assoc. of Ins. Agents, Inc. v. United States, 739 F.2d
949, 954 (4th Cir. 1984); see National Muffler Dealers Assn., Inc. v.
United States, 440 U.S. 472, 477-84 (1979).

A.

The government argues that CUIC does not qualify as a business
league because its activities are not directed to the improvement of
business conditions of credit unions. Instead, the government argues,
its primary purpose isto provide a particular service--insurance cov-
erage of deposits--to individual credit unions.

The government relies primarily on MIB, Inc. v. Commissionet,

734 F.2d 71 (1st Cir. 1984), in which the First Circuit determined that
MIB, Inc. ("MIB") was not a business league under § 501(c)(6). MIB
was a non-profit corporation that operated a data bank containing
information concerning the health and insurability of lifeinsurance
applicants. MIB disseminated information from its data bank to mem-
ber life insurance companies, who used the information to check for
possible omissions or misstatements in current life insurance applica-
tions. Member companies paid an annual "basic assessment,” based
on the amount of insurance the member company had in forcein a
given year. Members also paid "checking charges,” based on the num-
ber and type of information requests made by them.

The First Circuit concluded that MIB was not a business league
because it provided particular servicesto its individual members. 1d.
at 77. MIB responded to a member's particul ar request about an indi-
vidual insurance applicant by providing whatever information it had
about that applicant in the data bank. The member then used that
information as an aid in deciding whether to sell insurance to the
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applicant. MIB argued that it provided a general benefit to the life
insurance industry as a whole because it served as a powerful deter-
rent to fraud and misrepresentation. Nonetheless, the First Circuit
held that, "[w]hileit may be that the availability of such individual
services also confers a general benefit upon all members and actsin
the collective interest as a deterrent, it remains inescapable that the
services being performed are “particular services for individual per-
sons.™ 1d. at 78. In so holding, the First Circuit found significant the
fact that MIB received feesin proportion to each member's use of the
information data bank. 1d. at 79.

The government argues that CUIC, like MIB, provides a particular
service to individual members. CUIC provides deposit insurance cov-
erage to member credit unions. Although the existence of deposit
insurance provides a general benefit to all credit unions by promoting
financial stability in the credit union industry, the government con-
tends that we cannot escape the fact that CUIC provides deposit insur-
ance only to member credit unions. Furthermore, the government
argues that each member credit union pays for CUIC's servicesin
proportion to the coverage received. Each credit union maintains a
deposit with CUIC equal to one percent of its outstanding shares;
thus, the government argues, each credit union paysa"premium” in
proportion to the amount of coverage required.

The government fails to appreciate the type of benefit that deposit
insurance confers. Deposit insurance does not provide any direct ben-
efit to credit unions; it protects the people who invest their money in
acredit union in case the credit union becomes financially insolvent
and cannot return the funds to the depositors. A credit union does not
need deposit insurance for its own sake because the insurer confers
benefits only after the credit union has ceased to be a solvent institu-
tion. Credit unions maintain deposit insurance becauseit is required
by law. The state of Maryland requires each credit union incorporated
in Maryland to participate in, and have its member accountsinsured
by, either CUIC or the National Credit Union Administration Share
Insurance Program. Md. Fin. Inst. Code Ann. 8§ 6-601(a). Deposit
insurance confers only an indirect benefit to credit unions: the exis-
tence of areserve fund to guarantee deposits in credit unions
increases investor confidence in the credit unions and improves the
strength of the credit union industry as awhole.
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Deposit insurance is categorically different from the service that

MIB provided to its members. Life insurance companies participated
in MIB to receive information that would help them make better busi-
ness decisions. The information improved their ability to root out
fraudulent applications, which made them stronger businesses. CUIC,
on the other hand, does not confer any direct benefit to its member
credit unions that will improve their business. CUIC's insurance fund
exists simply to protect the depositors in case a credit union fails.

Deposit insurance, furthermore, is categorically different from

other types of insurance that a business may purchase. Businesses
purchase al kinds of liability policiesto protect themselvesin the
face of accidents, negligence, and acts of God. Purchasing insurance
guarantees a business that an unfortunate occurrence will not ruin it.
Liability insurance serves as atool to help businesses remain solvent.
Deposit insurance, on the other hand, confers benefits only after a
credit union has become insolvent. A credit union participatesin
CUIC not to ensure that it remain a solvent business should some
unfortunate circumstance occur, but to guarantee that the depositors
funds will be repaid should the credit union fail to remain solvent.

In maintaining a reserve fund to insure the deposits in member

credit unions, CUIC does not simply provide a particular service to
itsindividual members, but instead confers a general benefit to the
credit union industry as awhole. Furthermore, CUIC engages in other
activities, in addition to its maintenance of a deposit insurance fund,
which are directed to the improvement of business conditionsin the
credit union industry. See Md. Fin. Inst. Code Ann. § 7-103 (enum-
erating CUIC's ten purposes, of which insuring the deposits of mem-
ber credit unionsis only one). CUIC works closely with the Maryland
Bank Commissioner to monitor the financial condition of member
credit unions. It reviews the semi-annual financial reports of financial
conditions filed by its member credit unions. If CUIC discovers that
amember credit union isin an unsafe or unsound financial condition,
or is suffering liquidity problems, CUIC may inform the Bank Com-
missioner. Working in conjunction with the Bank Commissioner,
CUIC may take any of the following courses of action: (1) direct the
credit union to undertake or cease a particular course of action, (2)
make aliquidity loan to the credit union, or (3) identify asuitable
merger partner for the failing credit union and facilitate the merger by
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making an acquisition loan to the acquirer or by guaranteeing certain
assets of the failing credit union.

Thus, CUIC performs some quasi-regulatory functions. During the
taxable years 1984 through 1992, CUIC made $210,000 in liquidity
loans to member credit unions and has never suffered aloss on such
aloan. CUIC has never made an acquisition loan, but it guaranteed
$324,279 of assets in connection with mergers of failing credit unions
between 1984 and 1992. It suffered $20,571 in losses on asset guaran-
tees during this time period. CUIC has succeeded in its oversight of
member credit unions, especially considering that no holder of a share
or deposit account insured by CUIC has ever suffered aloss that
CUIC would have had to cover.

Furthermore, CUIC's members do not pay for CUIC's servicesin
proportion to the benefits received. Each member credit union main-
tains adeposit with CUIC equal to one percent of the shares and
deposits accounts outstanding in a given year. This method of collect-
ing funds from its members resembl es the "basi ¢ assessment™ in MIB.
Member life insurance companies paid to MIB an annual "basic
assessment” based on the amount of insurance each member had in
forcein agiven year. The MIB court, however, did not conclude that
the basic assessment demonstrated that MI1B provided a particular ser-
vicefor itsindividua members. Instead, the MIB court had a problem
with the "checking charges' that MIB assessed to the members for
each information request from the data bank; the checking charges
demonstrated that MIB provided a particular service to individual
members. CUIC does not employ any method of raising funds from
its members that resembles the checking chargesin MIB.

We conclude that CUIC does not provide a particular serviceto its
individual member credit unions, but instead performs activities
directed at the improvement of business conditions in the credit union
industry asawhole.

B.
The government also argues that CUIC does not qualify as a busi-
ness league because it is engaged in a business normally operated for

profit.
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A corporation is engaged in a business normally operated for profit

if it competes with for-profit entities engaged in the same business.
Evenif it does not have competition in the marketplace, however, a
corporation is nonethel ess engaged in a business normally operated
for profit if for-profit businesses could and would perform similar
functionsif the corporation ceased its operations. North Carolina
Assoc. of Ins. Agents, Inc. v. United States, 739 F.2d 949, 955 (4th
Cir. 1984) (citing, with approval, MIB, Inc. v. Commissioner, 80 T.C.
438 (1983)).

The government argues that many for-profit corporations are
engaged in the same business as CUIC. It contends that CUIC is
engaged in the business of providing insurance, an activity normally
engaged in by for-profit businesses. Although no for-profit business
currently insures the deposit of financial institutions in Maryland,
many for-profit businesses provide other forms of insurance that cor-
porations regularly purchase.

We reject the government's attempt to compare CUIC's activities

with those provided by regular for-profit insurance carriers. Aswe
have already demonstrated, deposit insurance is qualitatively different
from other forms of insurance. Credit unions purchase deposit insur-
ance not to benefit themselves, but to protect the assets of depositors
in case the credit union becomes financially insolvent. Credit unions
participate in CUIC or the National Credit Union Administration
Share Insurance Program because it is required by Maryland law.

A for-profit business would not and could not perform the func-
tions provided by CUIC. CUIC can do business only because Mary-
land law requires all credit unions that are not members of the
National Credit Union Administration Share Insurance Program to
participate in CUIC. Maryland has not allowed for-profit insurance
companies to insure the deposits of credit unions.

Nor should it. It makes sense to allow for-profit corporations to
provide insurance for accidents and other occurrences because the
competition among insurance companies guarantees that the premi-
ums charged to the insured, and the profits earned by the insurance
companies, bear some relation to the risks incurred. With deposit
insurance, however, competition among for-profit insurance compa-

17



nies would not determine a fair amount that the insurers could claim
as profit. Deposit insurance requires the continual maintenance of a
reserve fund in case a credit union becomes insolvent. Ideally, no
credit union becomes insolvent, the insurer never has to pay any
claims, and the funds in the reserve continue to grow. Competition
among for-profit insurers would not determine what portion of that
fund would constitute the profit. Conceptually, it makes sense for a
non-profit corporation to administer such areserve fund, and every
state that has created an institution to insure the deposits of financia
institutions has made it non-profit.

Furthermore, CUIC performs quasi-regulatory functions that for-
profit insurers do not. CUIC monitors the financial health of its mem-
ber credit unions and reports any problems to the Maryland Bank
Commissioner. If necessary, CUIC will make liquidity loansto a
member credit union or facilitate the merger of afailing credit union
to a solvent credit union. While for-profit insurance companies simply
insure against the risk of loss, CUIC takes affirmative steps, when
necessary, to improve the financial strength of its member credit
unions.

We therefore disagree with the government's contention that CUIC
engagesin abusiness normally carried on for profit.

For the foregoing reasons, we conclude that CUIC meets all the
criteria of abusinessleague and is entitled to an exemption from tax
under 26 U.S.C. § 501(c)(6). Furthermore, we conclude that the
exemption for insurers of cooperative banks under 26 U.S.C.

§ 501(c)(14)(B) does not apply to CUIC and does not prevent the
application of the business |eague exemption under § 501(c)(6).
Therefore, we affirm the judgment of the district court.

AFFIRMED
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